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ociate Portfolio Manager
Investment Advisors
Commodity Futures Advisors
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 Research: Fundamental, Technical, Volatility, Seasx

e Larry Rigaux, President Phoenix Agritec Inc.

 Practical Option
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“Market Analysis for Risk Management Planning”

Larry Rigaux

President & Director Research
Phoenix Agritec Inc.
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March 2013 Soybeans
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September 2013 Corn
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October 2013 Lean Hogs
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Corn Futures Continuous Contract Seasonality |
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Lean Hog Futures Continuous Contract Seasonality

i

AUFED
Bt

|
”
N

| Jan FE'b; Marg ﬁ.pré Havg Jun Jul Au

% ('L:ff Equi:ftyrt:ldlc k.cc;rn

EI EEFI-_E Oct | Nov : Dec

@CMEGroup Grain Risk Management with Agricultural Options



Wild Oats Grainworld 2013 FINANCIAL N

Live Cattle Futures Continuous Contract Seasonality
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IEanadian Dollar Forex (CAD) Seasonality
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Practical Option Hedging Examples:

* Protective Put — Soybeans
e Covered Call — Wheat

e Long Call: Cash Substitute — Soybeans
 Low-Cost Option — Canadian Dollar
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il
Soybeans November 2013: Protective Put Example

er north of Wi

ge new crop for October/Nove

* Very profitable near $12/bushel
* Bought November $12.40 put @ $0.60; net floor prafeb11.80

 Can also participate in upside of higher prices
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Soybeans November 2013

1450
Initiated hedge in late January with Nov Soybeans @ $13.10/bu.
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SUMMARY: Protective Put Example

e Upside potential above floor $11.80/bu. less looakis
(Put strike price $12.40 - Put Premium $0.60 = $10).8
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Chicago Wheat July 2013: Covered Call Example

e Store grain instead of selling

o Sell July $9.30 calls to collect premium of $0.50

e Premium reduces risk & creates cash flow
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Chicago Wheat July 2013

L 2
Net price $9.80/bu. less local C$ basis

Sell July $9.30 call @ $0.50/bu.
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SUMMARY: Covered Call Example

------ ional $0.50/

um of $0.50 from selling $9.30 call

« Additional upside to $9.80/bu. or additional $1/bbi.
(Call strike price $9.30 + Call premium $0.50
— Current futures price $8.65 = $1.15)

e Minimal downside protection of $0.50/bu.
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Soybeans July 2013: Long Call - Cash Substitute

age sSpace SO needs

e Believes grains moving higher

o Sell physical grain in the market

e Buy July $14.60 calls @ $0.70 to benefit from upsid
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Soybeans July 2013

1700
Initiate purchase early February with July Soybeans @ $14.60/bu.
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SUMMARY: Long Call - Cash Substitute

tory risk, sold physical ¢
lent of $13.90/bu. less local bas

e Upside potential above $15.30/bu.
(Call strike price $14.60 + Call premium $0.70 =5%30)

For priceof call premium, you can sell your cash crop,
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C$/US$ Exchange Rate: Low -Cost Option

C$ range nickel either side of par: 0.95 to 1.

e Concerned about move above 1.0500

« Wanted some benefit of slightly weaker C$
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C$/US$ Exchange Rate
1.1200

1.1000 . Sold 1.10 call ~

Initiated the hedge in early April with C$/US$ @ 1.0450

1.0800
Exited the hedge in early September with C$/US$ @ 1.0041
1.0600
Bought 1.05 call
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[ Example: Low -Cost Option
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SUMMARY: Low -Cost Option

ash C$: 1.0450 — 1.

e Short put offset: 1.0200 — 1.0041 = 0.0159

* Net benefit: Cash gain 0.0409 — Put offset 0.01590.6250
OR difference between Cash 1.0450 — Put strike 1002®.0250
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'* ince 1995, our team has grown to deliver a full
"range of investment strategies to reduce risk & create cash-flow -
for individual, corporate & institutional clients across Ontario & Western Canada;

QUESTIONS?

David Derwin ¢ Joseph Alkana ¢ Adam Pukalo
Pl Financial Corp.
www.Commodity-Options.ca
___800-661-0298 ext. 7 |
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Disclaimer: Options and Commodity trading has inherent risks where significant loss of capital may occur. Investors should consult with their investment advisor to
determineif optionstrading is suitable for their portfolio and risk tolerance profile. This document has been prepared by David Derwin & Joseph Alkana,
Investment advisors for Pl Financial Corp, for information purposes only. Thisis not an official publication of Pl Financial Corp. and the author is not a Pl
Financial Corp. analyst TheviaNsexpressed herein arethose of the author alone, not i‘necessarily those of PI Financial Corp Thé‘i nformation contained
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